STATE OF MAINE
PUBLIC UTILITIESCOMMISS ON

BANGOR HYDRO-ELECTRIC COMPANY STIPULATION
Re: Approva of Speciad Rate Agreement with
Lincoln Pulp & Peper Co., Inc.

Docket No. 2001-434

Bangor Hydro-Electric Company (“BHE”), Lincoln Pulp & Peaper Co., Inc. (“Lincoln”), and the

Office of the Public Advocate hereby agree and tipulate as follows:
PURPOSE

1 The purpose of this Stipulation isto settle dl issuesin this proceeding, to avoid a hearing
on those issues, and to expedite the Public Utilities Commission’s congderation and resolution of the
proceeding. The provisions agreed to herein have been reached as aresult of discussions among the
Partiesin this case.

PROCEDURAL BACKGROUND

2. BHE and Lincoln are currently parties to a Power Sales Agreement dated December 31,
1996 and as amended by a L etter Agreement dated February 21, 1997 and the Second Amendment (the
“Second Amendment”) dated June 9, 2000 (collectively the “ Origind Agreement”) pursuant to which
BHE provides Lincoln with transmisson and didtribution service. The Origind Agreement was initidly a
“bundled” contract which the Parties unbundled in accordance with the terms of the Second Amendment
and in compliance with 35-A M.R.S.A. 83204(10).

3. Pursuant to the terms of the Originad Agreement, as unbundled by the Second
Amendment, the contract price for the remainder of the term, March 31, 2002, for T&D service isthe

amount of the original bundled contract price minus the actual cost of Lincoln’s generation service,



provided that Lincoln exercised due diligence in obtaining generation service from a competitive eectricity
provider. Additionally, per the Second Amendment BHE reallocated two of Lincoln’'s T&D payments, a
total of $300,000, to Lincoln's competitive eectricity provider as a deposit.

4. By Order dated June 16, 2000 the Commission approved the Second Amendment and
permitted BHE to defer the $300,000 for ratemaking purposesif the amount became uncollectible.

Bangor Hydro Electric Co., Order, Dkt. No. 2000-180 (Me. P.U.C. June 16, 2000).

5. Since April 1, 2001 Lincoln has been taking generation service from the Standard Offer
Provider and the rate for Standard Offer Service is such that it created a so-cdled “negative’” T&D rate
under the Origina Contract.

6. Because there is some question regarding the ongoing validity of the Origind Agreement
and in an atempt to avoid “negative payments’ as well as to secure reasonable T&D rates for alonger
period of time, the Parties, with some guidance from the Commission staff, negotiated an dternative
Specid Rate Agreement.

7. Accordingly, the Parties have executed a Specid Rate Agreement dated June 27, 2001
(the“ Agreement”) which in part, (i) rescinds and terminates the Origina Agreement; (ii) providesfor a
discounted T& D rate for Lincoln for aterm through March 31, 2006; and (iii) dlows Lincoln to eect to
require BHE to provide a credit guaranty and atake or pay provision for four one-year generation
contracts with a competitive eectricity provider. A copy of the Agreement is attached hereto as Exhibit
A, induding Attachment A to the Agreement which is Designated Confidentid Information pursuant to the
Protective Order issued in this maiter.

8. Pursuant to the Agreement, Lincoln will enter into a a generation supply contract with
Energy Atlantic, LLC (the“EA Contract”) for anine month period from July 1, 2001 through March 31,

2002. A copy of theform of EA Contract is atached hereto as Exhibit B. Because Lincoln will make a



fixed payment for both generation service and ddlivery service to BHE during this period pursuant to their
Agreement, BHE is responsible under the EA Contract for payments due to Energy Atlantic. The EA
Contract dso calsfor BHE to assign to Energy Atlantic a 10 MW firm system power, around the clock,
contract to use to serve Lincoln under the EA Contract.  Asaresult of the EA Contract, Lincoln will
opt-out of Standard Offer Service on July 1, 2001.

9. The proposed effective date of the Agreement, July 1, 2001, iscrucid to the Parties
settlement of outstanding issues. The Agreement is subject to Commission approval pursuant to 35-A
M.R.S.A. §703(3-A) and by the terms of the Agreement, absent Commission gpprova by June 28,
2001, the Agreement is null and void. BHE hasfiled aletter petition dated June 27, 2001 seeking
Commission gpprova of the Agreement.

10. Lincoln isadebtor in Chapter 11 bankruptcy. Accordingly, this Agreement is dso
subject to approva of the U.S. Bankruptcy Court for the Didtrict of Maine. Lincoln hasfiled aMaotion
for Approvd of the Agreement which will be consdered by the Court on June 28, 2001 at 9:00 am.
Absent such approvd, the Agreement is null and void.

APPROVALSAND FINDINGSBY COMMISSION

The Parties to this Stipulation agree and recommend that the Commission conclude this
proceeding by issuing an order which approves, accepts and adopts this Stipulation, including the
following provisons.

1 Find the terms of the Agreement to be reasonable and, pursuant to 35-A M.R.S.A.

§703(3-A), unconditiondly approve the Speciad Rate Agreement between Bangor Hydro-Electric

Company and Lincoln Pulp & Paper Co., Inc.;

2. Waive, pursuant to Ch. 301, §§10, the gpplication of the Standard Offer opt-out pendty

to Lincoln as required under Ch. 301, §2(C)(2)(c); and



3. Waive, pursuant to Ch. 301, §10, the notice to transfer requirement provided in Ch. 301,
§2(D)(4) to dlow Lincoln to immediately transfer from Standard Offer Service to a competitive

electricity provider with less than 48 hours notice.

PROCEDURAL STIPULATIONS

1 The parties to this Stipulation hereby waive their rights to request reconsderation
pursuant to Section 1004 of the Commission’'s Rules of Practice and Procedure (65-407 C.M.R. 110),
to appeal pursuant to 35-A M.R.S.A. §1320, or to otherwise seek reconsideration or judicid review of
any Commission Order gpproving this Stipulation.

2. The parties to the Stipulation hereby waive any rights that they have under 5 M.R.SA.
§9062(4) and Section 742 of the Commission Rules of Practice and Procedure to the extent necessary to
permit the Advisory Staff to discuss this Stipulation and the resolution of this case with the Commissoners
a the Commission’s scheduled deliberations, without providing to the parties an Examiners Report or the
opportunity to file Exceptions.

3. The record on which the parties enter into this Stipulation and on which the Commission
may base its determination whether to accept and approve this Stipulation shal consst of BHE's Request
for Approva and dl atachments thereto including the Specid Rate Agreement, and any other materid
furnished by the Advisory Staff to the Commission, either ordly or in writing, to assst the Commissonin
deciding whether to accept and approve this Stipulation.

4. This Stipulation shdl not be considered lega precedent, nor shall it preclude a party from
ralsing any issuesin any future proceeding or investigation on sSimilar matters subsequent to this
proceeding.

5. This Stipulation represents the full agreement between the parties to the Stipulation and



regection of any part of this Stipulation condtitutes a rgjection of the whole.
6. If not accepted by the Commission in accordance with the provisions hereof, this
Stipulation shdl not prejudice the positions taken by any party before the Commission in this proceeding

and shdl not be admissible evidence therein or in any other proceeding before the Commission.

Respectfully submitted this 27" day of June, 2001.

OFFICE OF THE PUBLIC ADVOCATE

By:
Its:

LINCOLN PULP & PAPER CO., INC.

By:
Its.

BANGOR HYDRO-ELECTRIC COMPANY

By:
Its:



